
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF QRAYSON RURAL 1 
ELECTRIC COOPERATIVE CORPORATION, 
INC. FOR AN ADJUSTMENT TO ITS ) CASE NO. 94-410 
RETAIL ELECTRIC POWER TARIFFS ) 

On December 1, 1994, Qrayeon Rural Electric Cooperative 

Corporation, Inc. (ttQrayeonbt) filed an application to reduce its 

rates for retail electric eervice by $774,650 annually effective 

January 1, 1995. The proposed rate reduction was designed to pass 

on to Qrayson's customers a decrease in power costa proposed by 

Qrayson's wholesale power supplier, East Kentucky Power 

Cooperative, Inc. (IIEaet Kentuckytt) .' The decrease in power costa 
proposed by Enst Kentucky became effective Jnnuaryl, 1995, subject 

to further modification, and Qrayson's proposed rates became 

effective simultaneously under the same condition. 

Intervening in this matter was the Attorney Qeneral of the 

Commonwoalth of Kentucky, by and through his Public Service 

Litigation Branch (ItAQ1l). A public hearing was held April 25, 1995 

at the Commiesion's offices in Frankfort, Kentucky, 

On July 25, 1995, the Commiesion approved a rate decrease for 

Enst Kentucky which was greater than it had proposed. 

1 Case No. 94-336, The Application of East Kentucky Power 
Cooperative, Inc. for an Adjustment to Its Wholesale Power 
Tariffs. 



Consequently, Orayeon's power costs will decrease by an additional 

$156,196 annually for a total decrease of $930,846 annually. The 

manner in which this total decrease is passed on to Orayeon's 

customers through reduced rates is discuseed below. 

Qrayson proposed to reduce its rates to reflect the full 

amount of Eaot Kentucky's wholeaale rate reduction. Qrayaon 

utilized an ubequal reduction per Kwh' methodology which provides 

retail cuotomers the same reduction per Kwh for all energy charges. 

This approach results in a straight pass-through of the East 

Kentucky decrease with no change to Orayson's existing rate design 

and no impact on its financial condition. Qrayson was one of 

fourteen customers of East Kentucky utilizing this methodology 

while three others utilized the "equal percentage of revenue" 

methodology. 

The AQ recommends that the decrease be allocated on an equal 

percentage of revenue approach. The AQ contends that this is the 

most equitable approach and its use here, in the absence of a cost- 

of-service study, is analogous to its uso by the Commission in 

general rate cases when no cost-of-service studies are acceptable 

for revenue allocation purposes. The AQ also questioned the 

continuation of the Electric Thermal Storage (soETSt') program and 

urged, if the program is continued, that retail ETS rates not be 

set below East Kentucky's wholesale off-peak energy rates. 
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In rebuttal, Qrayoon contended that both revenue allocation 

mathodologioo are reaoonable and that one should not be favored 

ovar tho other. Qrayoon also supported East Kentucky‘s ETS program 

and urged that the exioting ETS rate atructure be maintained. 

Baead on the evidence of record and being otherwise 

uuf ficiantly advioad, the Commission will approve the “equal 

reduction par Kwh” approach for allocating tho decrease to retail 

rata claonao for the following reasons. (1) The wholesale rate 

decraaoe from East Kontucky consists of decreased energy charges 

(par K w h ) ~  tharefore, an equal reduction per Kwh is a reasonable 

approach for tha rotail paao-through of the wholesale power cost 

docraaoe. ( 1 )  When a change in retail rates is caused by a change 

in only expense itam, purchaoad power, it is neither necessary 

nor appropriate to uoe a Ilpercentage of revenueqv allocation 

methodology. The Commission has at times utilized such a 

methodology where revenues are adjusted to reflect changes in 

multiple expenseo. Here, however, revenues are being changed to 

reflect only one exponse, purchased power. Under t heee 

circumotanceo, it i o  logical and reasonable that a change in cost 

’ bo idontified and reflected in the resulting change in retail 

ratoo I 

The ET8 rate iooue io essentially moot due to the Commission’s 

docioion in Eant Kentucky’s rate case to set the wholesale off-peak 

onargy rateo wall below the retail ET8 rate. The Commission, 

therefore, will approve the continuation of the existing ET8 rate 

structure. 
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IT IS THEREFORE ORDERED t h a t :  

1. The rates i n  Appendix A, a t tached  h e r e t o  and incorporated 

he re in ,  are approved for s e r v i c e  rendered on and a f t e r  t h e  d a t e  of 

t h i s  Order. 

2 .  with in  2 0  days of the  d a t e  of t h i s  Order, Qrayson s h a l l  

f i l e  wi th  t h e  Commission revised t a r i f f  s h e e t e  s e t t i n g  o u t  t h e  

r a t e s  approved here in .  

Done a t  Frankfort ,  Kentucky, t h i s  26th day of July, 1995. 

PUBLIC SERVICE COMMISSION 
h 

ATTEST : 

-q,.d% Execut ve D rector 



APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 94-418 DATED JULY 26, 1995. 

The following rates and charges are prescribed for the 

customers in the area served by Qrayson Rural Electric Cooperative 

Corporation. All other rates and charges not specifically 

mentioned herein shall remain the same as those in effect under 

authority of th i s  Commission prior to the effective date of this 

Order. 

Energy Charge $ .05728 Per KWH 

KVA OR 
ETC . 

m.&i 
Energy Charge $ ,05728 Per KWH 

On-Peak Rate 

Off-peak Rate 

All KWH/Month 

All KWH/Month 

$ .05728 Per KWH 

.03437 Per KWH 

Energy Charge $ .03817 Per KWH 



For the following monthly chargeo, the Cooperative will 
furnish, install and maintain the lighting fixtures and 
accessories, including hardware, control, lamps, overhead wiring, 
etc. and the energy required. - 

7,000 Lumens 

w 
$ 5 . 9 5  

Availabilitv 
Available to consumers, other than towns and villages, for 

dusk-to-dawn outdoor lighting on existing overhead secondary 
circuits. 

Bate Per Liuht Per Month: 
7,000 Lumens Mercury Vapor Lamp $ 5.75 

10,000 Lumens Mercury Vapor Lamp 7.62 

Energy Charge $ .03880 Per KWH 

Energy Charge $ .07578 Per KWH 

v - - 
w 

Energy Charge 



B&eL 
Energy Charge 

w 
Energy Charge 

B&eL 
Energy Charge 

Bafs; 

Energy Charge 

mki 
Energy Charge 

E a k i  
Energy Charge 

$ .02325 Per KWH 

$ .02225 Per KWH 

v - 
g . 0 0 0  - 4 . 9 9 9  

$ .02825 Per KWH 

$ .02325 Per KWH 

$ .02225 Per KWH 

$ ,02825 Per KWH 



&&ci 
Energy Charge 

Bats; 

Energy Charge 

$ .(I2325 Per KWH 

$ .02225 Per KWH 


